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‘ Haflhb'hrton Company

Profile

stiblished i 1919 Halliburton Comp s 15 one of the worlds largest
dnersified orl field services nd engineering nd construchon
companes The Compins 1o provides insurance servie
Approximtel two thirds of revenues e derned from sales and services to
wncludmg construction for the energy industries Business 1s conduted 1m more
than 100 countries wound the world wid out one third of revenues 1s derned
from intern won 1\l sales and services
The o1l field senices group 15 4 world leader in provsding v wide r e of
services ind products used i the exploration development 1nd production of
ol wd gy
The engineering, nd construction services group 1s one of the worlds laruest
providers of engneering construction project management ficilities oper-iion
and munten nce nd environment! senvices for mdustrial and governmentl
customers
The msurance services group provides property ind casualn m ur ince nd
heilthcare cost mnagement services

ABOLT THF COVER

\ew advanced computer « fiaare technolog 1s
hedping geologists and geophvsicst e wha
hencath the surface Thy cobrful three dimensional
represcntation of a laulted towsiang ssht dome 1

part «f 4 software program haown as MIMIC &t was
developed by Sterrt Cecphy 1cs Inc @ compam
acquired by Halliburton 1n 1989 w bre aden the ol
field services proup  seophy ical interpretauon

and resenvar description services capabilities.
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Increase
L N 1989 1988 {Decrease)
(Dollars in mulhions except per share data)
Net income per share $ 127 $ 89 $ 38
Cash dividends paid per share 100 100 -
Shareholders equity per share 1990 1980 10
Revenues 56612 18387 8225
Operating income 2392 1528 864
Net income 1350 936 414
Long term debt 198 8 1996 (8)
Shareholders equity 21191 7107 2 119
Acquisiions of property plant and equipment 2024 1689 335
Depreciation and amortization 2446 2250 196
Shareholders of record 23716 79 827 6111
Common shares outstanding at vearend 106 473 000 106 401 000 72 000
Quarterly Common Stock Price Ranges
{hew York Stoch Exchange)
_ _ o Fist Second Thid Fourth
High  Low High  low High  Low High  Low
1989 $31% 8§27V $34%  $28% $40Y  $33v $44Y  $34%
1988 $34¥ §4k $Holh 829! $30% N S84 825
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, Chamans Letter

To Our Sh-aueholders

1 1969 we conunued the opur iy, nd
fim uie 1] ste etes we began i 1986 ind
wPrIOr v trs Our primey objectine » o
improve the services ind products we offer to our
ustomers 111 order to mhe them more sucasstul
i their businesses while 1t the s ume tme
mproving our own bnnenl results We have
continued the emph isis on our o1l fiekd serices
ind engneering and construction groups  nd
hoth groups exp ided the scope of their busimess
1ctivities during the veu
Our fin el results improved i 1989 despite
1 wek first qu rter Net income of $1350 mullion
or 31 77 1share represented a 43 percent imcredse

over 1988 ot meome mere ssed e ich qurter
during the veur However durmg the fiest hulf of
1989 we expericnced weakened demand for ol field
services nd products when s we lid inticp wted
o wnd g ts drilliy, ity dechined in the United
States Lhis weahness stited i the second half
of 1988 nd continued mto the sceond qu trier
of 1989 Fortunatels domestic o1 nd gas dlling
winity improved m the second half of the veur
However mtern won d activity contimued ot the
shghtly Tower levels we expected

As we enter the 990s we expect olf md g1
ictvity to continue to expnd worldwide Dem ind
1s incre1sing, nd production continues 1o decrense
n muy countnes mcluding the Lmted dttes

Thomas H Crinkshank chairman of the beard and chief execuine Hfficer «f

Hallsburton Lompany at the eperations control center of the Informaton Services

Center 1t Arhinglon Texa. The control center s the hub «f a vast data and
communications svstem which hinks Halliburton operations in over 100 countnes
around the world 1ti saffed even days & week around the dock
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md the Soviet Toion These trends wall cune
Middle Estern OV RC countries such s Sauds
wibin frig Irw wd howut to hecome the
donin it suppliers of the worlds petroleam supplhy
b the muddle of the dec e ithou b higher
production from these countrics wilf sene
testrin the price of ol we espect ol prices o fise
moder el durmg the nest sever ) vears This will
encour ige mereed il wnd 11s aplor won ind
production Thus we expect yimproved dem-nd
for our ol field services nd products n i
muor mirhets

Fhe consequences of these trends will hue 1
wery idverse 1ffect on the Tnited Stites bl nce of
wride Umted Sties o1l production 1s now fithing
i ur ahrming rite with no improvement n sight
in 1989 we imported wout 46 percent of the ol
we consumed and smports hve recenth evceeded
0 percent of consumption Duriy, the coming
dec wde our country will be required to ymport
lirger ind [arger imotnts of our wtal petroleum
requirements it incre wing prices The ot cost of
these imports could exceed 5200 bullion 1 ver I
the end of the 19905 unless the [nited Stttes
energy policy significanth improves the politicd
Jnd econonuc climate for exploration i this
countrs

Although our fintnciil results improved 1n
1989 we have not achieved t long term objectine
of 15 percent return on equan with continung
growth of net mcome Further improvement 15
required in "l of our muor business umits: During
1989 we disposed of several businesses where our
continuied p irticip wion no longer suned to further
the stritegic objectives of the Compamy and we felt
that our inestment could be better cmploved
elsewhere We will contmue to dispose of dssets
that cannot meet these obectives 1mprove
organizational structure md elimmin e
uniecessary costs. while it the sume time
unesting 1 mprove competitng advantage
in those business umts where we can
tchieve our godl

%e must ilso umplement strategies to 1mprove
prices for our senvices and products. Much of our
revente iy currenth generated it price levels
sigaific mtly helow those existinig 11 1980 Although
we do not expect 10 return 10 those levels soon we
do nat plan to 1dd cap e in those mirhets
where profit margins do not permit us to 1chieve
our financiil goals Price tmprovement where
ustificd will be a4 ol throughout our Compans
during, 1990

We mereased our capual expenditure budget by
more th in 5 percent during 1959 to 3254
nullion s we experienced improved mi trhet

conditirnts For 1990 we hoe wopted topitd
expendiute budget of s 9y mullion ind we expect
that thes imownt will incie e 1t our ol fild
seivices morhets improse dunng, the sewr In onder
to tund the cynt il needs of the Comp iy we h e
emph sized muement of our ¢ sh resources
Chis Tis become v mere tstigle comples toh 1
our husingss umits h e continued to expand thar
tern twon il ctmites 10 1989 our business umits
dhd 1 goud job of mun gy, workmg, cipstl
requirements 1s therr revenues exp inded

Burimy, the last severd ve s we hive mude 1
number of wcqinsitions 1n order to nmploment
str tiewies of our business urits We believe we hae
pitd revsonble prices uid ¢ uned value m e wch
cise In 1989 © myor mn wement ohjectne
w1s the combination of recent wcytusitions with
gusting or previoush acquired business units
This 15 Lenticad process bec wse nerdy all of vur
wquisiions have been people intensive businesses
In some vases this process hs tthen longer ind
fris heen more costly thn we anticip wed
but we ire stnfied that the extra effort will result
1 SIronger more compelitine businesses

We will continue to use cirefulhy selected
icquisitions to obt un needed technologies exp ind
seopriphic murkets ind extend our evisting
strengths into new businesses It 1s hkely th it most
of these wquisitions will be relatnely small and
rel ted 10 specific needs of one of our husiness
units Others will accomplish abjectnes of
broader ntwre We do not intend to m ke
icquusitions which move us awa from our core
businesses lthough we will look for opportunities
to extend those bustnesses

s we iddress the challenges of the 1990 we
hve two overriding p irameters 10 our strategic
objectives  safen ind quality The safety of the
worhplice for our emplovees is of timost concern
to us, nd we continu ly seek to mmprove work
practices nd products 11 order to s itegu wrd our
emplosees customers ind the public

Contmued emph isis on improving the qualiy
of services and products enhances our emphasis
on stfen We seeh to m ke qu ilitv improvement n
onom w1l ind i integral poirt of our
mn gement Although we h e made considerable
progress we e mere sing qu by improvement
progr ims throughout our Comp sy

A, un this vear | would Itke to express my
tpprect ition o our emplovees for their dedicauion
shill ind perseverance During the 1980% most of
our busimess units went through depressed
business emvironments tn which emplovment lcvels
were sipiube withy reduced As the ot field services
sroup wd the engmeering nd construction

senvices (roup begin o grow g un our il
trun wnd 1t un shilled emplovees 15 1 m oy
thidlenge wd L ericl requirement for our
profitible growth Trunmg o ] levels

of otr Compny 18 1 magor commitment

wd s cnticd to the ecomplishment

of aur stfety qu s nd profitabilit go ds

Respectfully submitted

e Bk

Thoms H Cruhshink
Churm in of the Board ind
Chief Fyecutine Officer

{a0i)

My 6 Ly o] 89
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Review of Operations

Halliburton Services Division

Worid leader for coment zund
stimudetion .truce.r  Jor tbe petrolenm

ndustry

Hallshurton Logging Services inc
b——— Co p terr-ed wureline il logg g d

ot perfo § ng sin ces [ the
petrol m nd sty orided

Halliburton Geophysical Services Inc.

=" Gooplycioal wryices and syeiems for
the petrodesm indusiry worldiide

Halhiburton Reservoir Services

=== tomprebensiv well testing and
resenvir evaluation sert ices to the
petrl um ndt stry iroridy tde

Haliburton Resource
Management Division
Kental ey pnent { compre §

proce g dtiom g d
prodct n [ o audgas

Sicrra Ceophnsies e

W 1vwed e ot i f)
v tdy e b osploran 4 d
derelnpment

L_ Halliburton Geodata fd.

Mﬂmﬂbuﬂb-‘rﬂrz andf gurface
daia logping serrices fde

Overview

- T alliburton Comp un s o1l held services group made simificant progress on several fronts

{ during 1989 The groups fin menl results led by the strong performance of Halliburton

i.. !_Senices and Ot Fngineering reached the highest level of prohitabilin since 1985
Over the past o vears the Company has est iblished an industry ledership position 1n providing
the component services for 1eservorr desctiption These services which mclude geophvsical and
fopging, senvices accounted for more than 30 percent of the groups revenues i 1089

The results achiesed during 1989 clearls demonstrate th it the groups str ey 1s working,
H ilburtons objectne 15 to m the 1ts customers more successful wherever they operte whatcver the
magniude wnd complexity of their nceds This ol 1s supported by the groups commitment
to contmued technological le idership worldwide marketing, of products nd senvices continual
improsement of the qu ity of products wnd services offered maintenance of 1 sife work
emviroument for the groups emplovees and earning, 1 reasonable profit

General m ket conditions for the il field services groups products and services were we ther
1989 comp tred to 1988 Actiity levels as measured by the werage number of rotary rigs drilling
wells worldwide declined by tbout 11 percent Drilling and worhover 1ctivity began to improve
i the second halt of 1989 1eflecting 1 teturn of customer confidence that o1l prices would remain
high enough to economicalls justifs increased exploration ind deselopment spending

This conhidence was supported by o1l prices that incre ised by more than 25 percent during 1989

Financial Review

The o1l held services groups revenues incresed to $2 4 bilhion m 1989 up 13 percent from 1988
This ncrease was accomphished despite tower drilling actvity Revenues gener uted m the Umited
States declined by three percent while international revenues and export sales increased

by 32 percent

1989 1988 1987 1986 1985

Revenues $24480 $21730 $15492 317977 $°9251
Operaung Income

(Lass) 168 2 98 177 (3540) 3630
Depreciation and

Amornzation 204 4 187 1 1829 7365 N2
Capital Expenditures 166 § 1285 489 80 6 1987
Identifiable Assets 19951 21178 15378 17898 25334
Emplovees 06,000 27600 18600 18700 29200

ficludes spwctal wnte dow s of %3086 nillion 1 {986
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Since it introduction mto field o ¢ in Ddd the Halliburt o Ment re Recorden
(HMR) has buceme the indu 1y tindard § ¢ pres ure wdupe technologs The quartz
crvstal pressure transducer which form the heart s the HMR L wiging, sstem are
asstmbled under rigd envirenmental ¢ adien ) the Hatliburton Rescarch Genter
at Duncan Oklshoma Here Jack Elam electronics techmaan (penste 1 vapor
depo it o sstem which bend athin film E molten gold leat ont s the quariz
transducer The gold helps 1) tine wne the frequency of the oy 1l




Itha dic b ok and con mieres 1 vvandlemill hahe
butatr wcwilh vnew npe 1rom bane e ted by
Fhil Haret v Halliburt n Servees research chem t
Toam are bong, used wath mcred ng treguency in
fielld omalanon job becuse they ereate longer
wider tractures with It flud v jume are lten

ed wrto pump and ichiese better proppant
distrtbun 0 m the fraciure

the group has wusted 1o plice mote enph iy on mtenn won d nrwkeds where customers ue
spending ¢ Huwe percentge of then explor won wid development budgets A 1 1esult the o held
stIvces roups anteenabon i ond evport sales busmess s mae sed from 7 percent of totdl
rawnues 1195 1o 4+ percent m 1985 md 27 percent Tist veur Although demwd m the
[ otedd Stues 1s bugmming 1 grudud ieceners miern wion t marhets re evpected to conuinue
to gener e mote thn one hlf of the groups raenues

Opet wing mcome of the group 1eched 3168 > nulhon i 1989 compued to 593 & mullion in
1988 The mcre e 1 profitibilits experienced w 1989 resulted from 1 combinauon of w improred
mix of mote technical products nd services sold farget jobs wid benefits from cost control
progruns Prices gener ] rem uned 1t 1988 lesels and did not signific wth bencfit profit bihits i 1989

Capittl expenditures ncre 1sed to $166 5 mullion up 30 percent from $1°8 5 mullion 1 verr
earlier The mciensed spending was largely dedicted to replacing, field service equipment
ind ddmyg ¢ip e 1w certan mternition U marhets

lot 1l oil field services emplovment dechined by 1600 during 1989 to 26000 emplosees
The reduction w1 Tugeh due to the elimmation of duplicte job functions 1elating to the
reorg iz tion of the vroups Hlliburton Geaphysical Services wnd Hilliburton Togging

Services business units

Huhburton Scivices ind Ous Engineering Lead Progress

Halliburton Services nd Otis Fngimeerng wete the pumary contributors to the improved
eunmgs of the oil hield services group m 1989

Hilliburton Senvices 1evenues expanded modesth and operating profits ncie wsed substanually
primuily due to better mugms 1 the Liited St tes

The compam benefited tiom incresed nwuril g1s drilling, wd worhover ctvin on existing
wells m the United States More than 800 000 producing oil ind g1s wells m the { nited States are
the found wion of the worhovet business hec wise they pertodicalls require services o m untain or
enh nce then production ¢ip ihilities

Durmg, 1969 Hudliburton Services mitiited « number of progr ums designed to expind 1ts
mternion it business One progrim inttoduced the use of ultrt lugh pressure fiacturing
tre wments s, new mtensifier tvpe pump designs i Yugos! wi wd other Lstern Furopean
countries e mirket for otl field services and products m Eastern Tuiope wd the Sovier L non 1
sery Tirge ind s ey, puisued by Halliburton Services ind other ol held services qroup busiess

wuts mmim e

Bfcoeo «oo %2
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Workiny from the Skands Ford the birge t umulaite ave el the world
Halliburtont Scrvice By of The Netherfand st tvo records m 198 tha dwart the ¢
prevs ush evstng i the ndi i Dueing 2 tamubiticn pe geimon the Dmsh ector
ot the North Sed the Moo i Bord treved nd ditterent zones cnone 2000
sectic n of 2 horizontal well Halliburton pumped 8 0 ol o pound  of sand
proppant ner 4 30 du perrad the most nd ever pumped into am off b rewdl
ind the largest ungle teac by erfornied n a0 off hore e e mal nell

Here the vessel os alongswde the Wacr £ Endearomr e phittorny on whidh the

record job W ts performed

P v e o — -

e ol

L.,

- .
) RTINS

M1ty »”

%
*
3

t/




Lot recently completion ind maintendnce operations
on subset wells in the North Sea were hmited to
semi ubmersible dridling rigs ¢ ther stationany
vessls emploving a rigid riser \ow Otis Enginee ning,
and R (kwater Offshe re Contract v~ 4 Halliburton
yoint venture have developed the subset Well
Interventt n Services (SWIN) + tem SWIS enables
customers to conduct subsea operations and

marten e from many vpes of v els such as dmng,
support sessels work barges and mall and large
semit ubmersthle ngs  atheut & rad riser — svng
them b th ume and mones

Otts kngineering also experienced modest ¢rowth of revenues and strong, improvement of
operating mcome Otis his established a4 substantial mternational presence  wid 1 1989 more than
5 percent of 1ts 1evenues were gener ited by mtern wion il and export business [hese revenues were
derived from sales tn 53 countries around the workl including the Soviet { mion and other Fastern
Futope in countries

Ous 1s 4 m-yor proponent of the Quality Improvement Process (QIP) which h s been established
15 1 major businss strutegy for the entire Comp uns The success of QIP 1s the result of close
man wement and emplovce working relationships il function 1l areas including, manufactuning
engineering field service wd wimistrative functions QIP wt Otis has resulted n lower r
m tterrls imentortes improted manufacturing and engineering productrvity streamimed mspection
procedures and reduced response and delivery times The net result of QIP 1s higher productiviny
substanual cost s wings nd greater customer satisfaction

Close worhing relationships between Halliburton business units lso help to hetter meet
customer needs The Subsea Well Intenention Services (SWIS) Svstem 15 m example of this
competitine advantage SWIS allows fast economical subse wireline and reeled tubing services trom
m s npes of vessels without t rigid nser These services we jomntls provided by Otis and
Rockw wter Offshore Contractors 1 myor provider of unders iter construction ind mauntenance
services Rockw wter was recenth formed by combiming Hllihurtons diving senvices business with
Smut Offshote Contractors Together Otis nd Rockwter offer 1 complete range of wireline and

reeled tubing equipment wnd services for suhsea wells

World Geophvsieal Leadership Position Lstablished

Just mvo ve s ago Halliburton did not offer products and services to the geaphysic1l market
By combuning the operations of Geophsical Survice Inc with those of Geosource Inc
both of which wete obt-uned through wcquisitions 1 1988 the Comp un formed Halliburton
Geophysicil Services Inc (HGS)

Although the form wion of HGS was nnounced tt the end of 1985 ctions to achieve cost
reductions ind efficiency ¢ uns were implemented throughout 1989 M wmufcturing sites were
reduced from si o three they e now Incated i the Lmted hingdom  The \etherlands and
Houston wheie HGS 1» hewdquartered Research wd technology development capabilities were
tso consolid ved

lod v HGS emplovs thout 3 600 people 11+ countries worldwide Tt oper ites 17 marine seismic
vessels wd 04 Lind crews A poor market m the Umted St utes for seismuc work during 1989 w 1
putidly oftset v HGSs strong, presence my intern twonal markets [t veir 80 percent

of HGYs revenues were from intern ttion U business

BRSO FeoF ¥



Thu e 18 was the e dtullaore £ pena o for adhburton Ce phuacil

Ser e Ine (HOSY whe v 1 emed an Date FIss v the ¢ mbimtion ot

Ce phyoscdl Service Ineind € e ¢ dne HOS wis et thrcudn it the se

pest ram, ¢ e dats hotoanthe Narth Setad aher o docimons Here
the HOS Polar Hrance s ¢ oduat datd pathering opeeatien oft Tore The Mtherland
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Logging Business Combined

Hulliburton Toggmg, Services Tne (HES) was formed at the end of 1986 by combining,
Hlliburtons Welen Diviston with the wireline loggimg busmess of Gearh ut During 1999 HI'S
merged the people equipment and technologies of these busimesses to form 1 workdwide
organizition th it offers 1 comprehensine wr v of wireline logging, me surement while drilling
md perfor wing, services

The form tion of HLS his rosulted m 1 reduction of operating costs Headquarters were
combined m Houston  nd 27 duphc e s des nd service locations m the { nuted States were
eltmim ted without wn loss i customer responsneness Major manufacturing operations were
consolidated 1 Fort Worth where downhole tools wd surt ice equipment are produced
Research and development locations were consolidated duplicate research efforts were eliminated
ind new research priorities were estabhished The consolidation has resulted 1n a b percent

reduction of employment levels

New Business Unit Dedicated to Reservorr Evaluation and Well Testing

Halliburton Reservoir Services (HRS) was formed at the end of 1988 in order to provide drill
stem and production testing data acquisition nd resenoir analvsis services on 1 worldwide basis
within one business unit These services previoush had been provided independently by several of

the oil field services groups umits Hlliburton Services HLS and Otis Engineering each contributed

Garle Laurin (center) markenng product manager for Sierra Geophysics
demonstrates one of the companvs advanced computer sotiware programs for
prospecuve clients at the Kickland Washington headquarters Sterras custumers
Include most major vl compamies and manv independent producers geophysical
CoNtractors mintng companies universities and government agencies

BR oo o0 4




shilled rechmams o upment wid technolosy to the tormmon of HRS By the end of 1959 HRS
b estiblished ope o s m s™ countries ound the world Accur e relr thle interpretation of
eserv ol dat s ¢racra tor customers o methe optmal decisions tor the explon tion and
desclopment prorums

Phe tamation « HRS stionghy supports the goups stritegy to ofter v full 1inge of reservon

description services

sthouch drilhin actiy wy s the Loned Mie
N e Blach Warror Buon of Alabama kep
Softw ne Fypertise Added to Resenvorr Deseription drdler and ol ud aviee ¢ mp s buy T
rea nh W frce depostt of pure methane Las which
o rpped mo hllw ¢ albed  and which are
vthuable wdimen to the minons energy supph

)
geophvsic tl mterpretation: ind resenoir description services ¢ ythilines Sters 1t hunlt 1s reput won Hallburt i Iractured sime st 200 welfy in the Back
Wirror duning the sear en g b oamirlar vt o

Halliburton wqui ed Sierrt Geophvsics in 1959 1o bro den the od held services groups

by providing suphustic wed geophvsictl computer software to leading o and gs comp ies wound
the world The cover 1 this anul report 1s i example of Siertas capabihities

More than 100 p otesstonal geoscientists and software engineers form the team that designs
Stert 1s sottw e Thar computer programs target four major wreas of exploration and development

geologic mierpretation seismic modeling, seismic processing and seisinic interptetation

Research and Devclopment Achiesements

Halliburtons o1l tield services group continues to imest pressiveh 1n rese irch and development
Reserch and development expenditures totalled $105 million m 1959 n increase of +> percent
over 1988 md ™~ percent above 1987

The groups wchicvements durmg, 1969 were both tangible nd signthcant resulting i 142
patents for new prod its d processes — w mere e of 53 percent orer 988s 93 p utents
Halliburton Services the 1irgest of the Comp uws oil field services unns recened 58 patents and
mtroduced 65 new products [ ist veir The new product mtioductions were well ahead of the 54 new
products developed bt the diviston in 1988

Mam of these new products e cementing, nd stimulation chemicals One sigmtic ant
development was Proplok an economic i method for ret uning snd ind other proppant matertals
it the formation tfter tracturing, has been completed PropLok presents sand and other materials
from flowing bach to the wellbore It his been demonstr wed that tie g, a well with Propl ok
significanthy improve the perme iy of 1 fracture

An tmportant component of Halhburton Services work at 1ts research ficilities 1n Dunc in
Oklahoma molves jomt projects with m yor energy producing comp tnies joint rese irch
agreements with unnersities and p rucipation 1n consortiums operating within the petroleum

industry These efforts pool the strengths 1nd experience of each p wrticipant




Technical Leadership Recognized

Halliburtons histors of successful technological innovation has been sustuned by 4 highh
skilled and dedicated technical stff which includes scientists engineers mathematicians and other
technologssts At the end of 1989 the groups research activities were being conducted by 1500
technical emplovees

The oil field services group established 1 technic il ladder in 1989 recogmizing the outstanding
contributions hev techmical employees have made to 1dvance technology 1n their respective fields
Imitially the steps of the ladder rise fiom Contributing Mlember to Senior Member and
Distingwished Member of the Technicl Staff

The three Distinguished Members of the fechnical Staff for 1989 are John W Minear research
assoctate and manager of the acoustics research section of Halliburton Logging Services the late
John' S Rodgers senior staff engineer of Halliburton Reservoir Services and David [ Sutton
senior research chemust of Halliburton Services

Minear was cited for his contribution to acoustic logging technology Rodgers for his
contribution to well test anlysis technology and Sutton for his contribution to o1l well cementing
technologs deselopment of cement laboratory instrumentation and the advancement of gas
migration nd cement expansion technology

This program will continue to recognize work of distinction contributed bv members of

Hallibuitons technical staff

*
T recogmize outstanding wchn 1 weal contribunons
made bv Halliburton emplovee  the ol field service
group estabhished 4 techmcal Ladder im 1989 (her 130
indssiduals were honored for crentitic ady inces i
thewr respective fields Three cf the e recipient. were
named 1> distinguished members ¢ the wechnieal wff
currently the highest award bestos ed b the group
Thev are the fate Dhn S Rodaers left senor tdf
engineer with Halliburton Resery ir services David L
Sutton sentor research cheni vt Hullibuewcn Seeuces
and Juhn % Minear opposite pige re earch . suciate
and manager  the awcu e re earch ectenfr
Halliburt m Logging Sunices
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Emphasts on Safet

In 1989 Huhburton Services wnd Otis Lugineering were reciprents of the Occupational Safet
nd Helth Admimistrations (OSHA) coveted Stir award The Star award 15 made to companies
whose health and safetv programs exceed those prescribed by the federal government Otis and
Halliburton Services are the onl companes m the ot 1nd ¢ 1s services industrs ever to ern these
awards and onlv 64 comp uues m the Urited Stues from all of OSHAs ndustriil classifications
have recened Star designations

The entire Compans 1s proud of Halliburton Services ind Ous for achieving Star recognition

The wards are outward evidence of their many vears of effort ind commitment to providing 1 safe

work environment for afl emplosees

Outlook

The o1l field services group 1s expected to benefit from gradually strengthening demand 1n 1990
Customers have indicted that thes plan to increase explor tion nd development spending by
shightly more thin 10 percent with a higher proportion to be spent n the second half of the veur
and i international markets

In order to better meet demands of the internwon il marketplace plans are being implemented
to establish manufacturing ficilities in Singapore and Menico A research ficilit will be opened
in Europe during the vear The group continues 1ts commitment to qualin improvemnent

cost reduction rese-rch and emplotee sifetv s it achieves its goal of making the Compans s

customers more successtul
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Ovenicw
he 1988 wnual report stated that The engmeering and construction group entered 1989
with a better business outlook thin 1vear 1go The group has a stronger backlog
a more focused orgamizational structure nd generally stronger demand for uts services
in the United States and 1nternational markets
I he business autlook for 1989 proved to be accurtte Mans of the business units in the group
particularly the Brown & Root Braun Forest Products and Marme units of Brown & Root
long with NGS experienced improved demand The groups sharper strategic focus
combined with improved demand resulted it 1989 revenues and operating tncome reaching

their highest levels since 1982 and 1983 respectively

Financial Review

Retenues of the group increased from $2 2 billion n 1988 to $2°9 billion m 1989 1 35 percent
gun Operating income mcreased >4 percent to $577 million Fmplovment at the end of the vear
was up 16 percent to 38 200 emplovees

International oper itions continued to contribute significantly to the groups financil
performance During 1989 25 percent of the groups revenues and 33 percent of 1ts operating
income came from business outside the United States with operations in Europe ind the Middle
Fast making the largest contributions

The group continued 1ts tight mnagement of capital expenditures ind working ¢ pital during,
the vewr Capittl expenditures dechined 13 percent to $55 6 million Brown & Root continued 1ts
program to umprove terms of pvment for major projects As a result the group made significant

progress toward 1chieving the return on investment goals of the Compam

T et B X ML T mwm“y
e rx_ M E ol AT Wil a2 ol M e W s 4

1989 1988 1987 1986 1985

Restnues $28583 $21573 S181B4 817005 $18536
Operating Income

{Loss) 577 46 6 180 (72298 (43 1)
Depreciation and

Amortiztion 351 340 326 454 724
Capity) Expendiures 336 Ra 74 154 40
Identifiable Assets 853 6 798 789 4 657 3 9297
Emplovees 38200 32800 78800 ITE00 34 700
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More than 1500 engineers and  upport purs anel w rk at Brown R Roots
impressive Alief building in We 1 Houston The busdding contains 5 3 000 square fuet
of working space for one of the largest enineering, tnd design stdt 1 the navon
Most of the pec ple 1n the room and i the building re attached to the Forest
Products engineering group which 15 currenth w rking «n tw» major pulp and paper
mull projecis with a combined ¢« niteset value of mer St bilkon




CF Braun Strengthens Petroleum nd Chemicl

Two vears 1o Brown & Root undertook 1 program to further integrate its engmeering project
management nd construction services Although much of the effort to achiere this objectne has
been 1ternal Brown & Root took 1 major external step n 1989 by 1cquining CF Braun Inc
one of the wotlds lewding petioleum wid chemicl engmeering compunes The purchase price was
%39 mullion

Brown & Root ind CF Brwn have worked together on numerous projects during the 1ist quarter
of a century [us associttion provides confidence thut the acquisttion 1dds value well bevond the
amount of the purchase price

CF Briun brings strong expertise in process and detul engineering which futs perfectl with the
engineering project management nd construction capabilities of Brown & Root The
accompnng mates tlustrates how well the two organiz wons fit together The CF Braun
orgamization nd 1ts | 600 emplovees are now an mtegral part of the Brown & Root Braun
business untt

As a result of the CF Briun acquisition wid 1ts integration with the Petroleum and Chemic
busmess umit Brown & Root Braun now participates in markets where customers seeh a smgle
source for the engmeering nd construction of major petroleum and chemical projects Several
projects wete muded to Brown & Root Braun in 1989 that would not hate been won without this

combimed cipabilin

L

The acqusiion of CF Braun greath strengthens Brown
& Rox 15 process and detal engineermy capatubine

as this matrix show  Brown & Re ¢ Braun st o
offer customers a single source ot engineering and
construction services for 3 wide range of perohum
and chemical industry project.
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Working from & campu ke facilitv in Alhambra California CF Braun engimeers use
the latest methods and technigues to design many wpes of projects One such
technigue 15 electronmic miodelling which is replacing mintature models an the desgn
and modification of structural detards The displav  n the computer creen in the
foreground bv Carles \ldana a CF Braun piping designer 15 projected on the wall in
the background to help a client modifv piping fur an ethylene plant in Tenas

-~
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A submuare trencher 1 luwered mto the Noith Sea
from 4 support sessel on a Rockwater Offshore
Contractors cable installation project Re ckwater wa
formed at the end of 1989 when Halliburten combined
ts diving sernvice busines unit with the ub et
construction business of Snut Inmternational

Torest Products Busingss Growing

The thilin 1o manige the mtegeation of engimeering, nd construction senvices also produced
signific it tesults in the Brown & Root Forest Products busmess unit during the vear

Brown & Root w1s wwarded farge jobs to en,meer wd construct projects for Champion
Intern ion 1l i Alibima uid Nekoosa fapers in Ark insas The comhined contract value of these
™o projects exceeds Sl billion On projects of this magmitude the abilin to engieer manage
procurement of muternils wd build the projects 15 1 significant competitne wdvantige bec wse the
project owner ¢ in rels upon Brown & Root to coordinate the interfice imong these actnities
This provides me wnmgful cost s wings for the customer wd greater profit opportunities for Brown

& Root Both of these nrojects are contmuations of long term reltionships with these customers

Additional Restructuring of Marine Unit

Brown & Root Matine took several additional steps during the vear to reduce 1ts participation
the more capit 1l intensive sectors of the offshore construction business while it the same ume
continuing to grow its murme engimeering nd project m indgement business

A decision w1 made m e 1989 to seeh t purch wer for 1 major portion of Brown & Roots
mime construction 1ssets The assets which mw be sold include most of Brown & Roots
vessels 1nd barges currenth operating in the United Stutes Fir East and Middle East
It 15 expected thut such 1 sue will be completed during 1990 This possible sale does not include
Brown & Roots equith interests m Luropetn Marne Gontrctors Highlinds Fibric vors and
Rockwter Offshore ( ontractors

In 1989 the Comp un sold 1ts 175 o interest in Zpatr Gulf Marme Comp un for $31 5 mullion
This interest was estbhshed in 198+ when Halliburton jomed with sever 1l other comp wes to
combme therr suppls vessel and tug, fleets servng, the offshore oil nd gas industry At that time
the m wrhet for these vessels wis w ish with oversupply The combination achieved significant cost
swngs ind created 1 successful business The s of the Companys mterest 15 4 withdr wal from
w investment tht no longer meets the needs of Biown & Roots mrine husinuss

\t the end of 1989 the Company combined s diving, services busimess unit with the subsea
construction business of Smt Intern itional Group to form Rochw wter Offshore Contractors
Halibutton owns S0 percent of this new comp iy which 1s hised m Aberdeen Scotlnd
Rockw ter 15 one of the leading subse t service comp unies i the world with pirticularhy strong

mrhet posttions 1 Lurope wd the Middle E st



\tthe end fthe v ar Br wn & Roots | ore o Products business unit wa well
underway o two muger pulp d paper mil opan Do project. One Fihe e wdg
for Nekorsa Dapers i \shd wn o Arhansas Part of the superstruciure which will

h use s new 3) inch wide uncoated free heet paper macine Cin he een under
con truction in the t rexr ind The machine will be able w process paper
dEardte up U 1000 feet per minute Brown & R ot buadt the  rimal plant - howa
in the bichground 1o the e 1900 and he parucipated in soveral updiates ince
that ume
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Brown & Root Marine contimued expansion of its engineering business n 1989 The unit
employed about ? 400 engineers nd technical personnel 1t vearend Completed mn 1989 were
engineering projects for Shells hittiw.ke and Sole Put fields m the North Sea British Petroleums
Miller field 1 the North Se1 and Exxons Santa Ynez project in Santa Barbara Califormia

In 1989 the marine engineering umit recerved significant new wards in the North Sea from
Occidental Petroleum for tts Piper field redevelopment project nd from British Petroleum for 1

project m the Bruce field

NUS Meeting Fnvironmental Needs

Markets for the group’ environmental services continue to expand as industries 1n the Liited
States respond to the heightened awareness of clean air and water concerns NUS has been the
Compans s principl participant i this market NUS developed its emironmental serices
capabilities to provide 1 wide range of services to the commercial nuclear industry As the
emvironmental regulatory process grew in the early 1980s NUS became a major support contractor
for the United States Environmental Protection Agency Later \LS evpanded to provide
environmental health and safen services to industries seeking to comply with evolving
emvironmental regulatory requirements NUS now provides a full range of emironmental

engineering, consulting safety truning and laboratory services

|L...

A meeting vf aliens from outer space? No 1t» a traming progeam for toxicological
and radilogical technicians being run by Halliburtons NUS Corporation for the
United States Environmental Protection Agencv In five days of intensive training at a
camp m Mew Jersev the technicians are taught hazaed recogmtion evaluation and
control and emergency responses The gas- and vaporuight environmental suus were
donned shorth before the students participated in a simulated emergency exercise.

BRooco 40056
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Actions have also been taken to extend the Companys environment il services mnto European
and Far Lastern markets where environmental concerns are also becoiming nationl priorities
The cpertence that NUS wd other business units have developed 11 the United States gnes

Halliburton 1 competitne advantage m these marhets

New Hazardous Wastc Remediation Lt

In addition to NUS Halhiburton Services and Brown & Root tlso have developed specitlized
services applicable to cleanup nd remediation of hazardous waste In 1989 the Company formed
Halliburton Emvironmental Technologles Inc  (HET) as a new business unit to enter the hazirdous
waste site remediation market HET brings together capabilities developed by these three business
units to provide comprehensive remeduation services to industry ind government

The demand for these services comes from mun of the Compan s customers for uts oil freld
engmeering, and construction services HET 1s an extension of Halliburtons ewisting shills mto 1

new market providing services to familiar customer groups

Outlock

Further improvement m the performance of the engineering and construction services group is
expected during 1990

Demand for the groups services continues to increase This 15 evidenced by 1 growing backlog,
which was 33 8 billion it the end of 1989 an mncrease of §1 2 hillion for the verr The veurs biggest
hacklog gamns were experienced by the Brown & Root Forest Products ind Brown & Root
Braun unuts

The major focus of the group will be improvement of profit margins through cost control and
concentration of marketing efforts m those businesses where 1t his sustam thle competitive

advantage The group will continue to expand and broaden 1ts engieerimg nd techncal

capabilities 45 2 means to 1chiee its goals



Highlands Insurance Company
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for ¢ i nrled parbd
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he msur ince scrvices gioup mcludes Highl inds Insur ince Comp un wid He lth
Econonuics Corpor tion H thburton Comp u sold Dfe nstnnce Company of the
southwest for 77 mullion 1989 fter determmmg that contimued ownership no longer
provided tsignafic it wh it age to the Company wd th it the hfc insurince comp i s futwne
sticcess requnes ownership with 1 long term commtment to the hfe msur ince business
Highl nds underwtites 1 brotd spectium of properts nd ¢ isutlty msurince Highlinds s
expertenced mum of the difticulties tacing, the properts wnd cisult nsurnce mdustry in the
(nited Stites Durmg 1989 1 number of nuurl ¢ tistrophes and 1ndustiil acadents whersels
imp acted undersiiting results In order to control underwriting losses i the future severl lines of
business h ive been reduced
Highl nds wiites sigmificant wmount of workers compensation msurance particularh m Texts
During, the p st several vears the profitabilin of this line of business his been adversel 1mp icted
h Luge 1ssessments from the assigned risk pool m Texts which provides coverage to emplosers
who cannot obtun prvate msw ince At the end of 1989 myor workers compensation reform w is
wopted m Texis which together with continued improvement 1 11tes should mitigate 1ssessments
from the tssigued 115k pool m the future It will tihe sevetal vers 1o 1ssess the effectneness
of these reforms Meanwlile Highlwds will continue its consenatne underwriting, practices
Highlnds imestment portfolio consists solely of imestment grade securities nd does not include
ik bonds which have caused problems for some other industry prticipants
He ulth Economics Gorporation (HEC) his exp inded its services 10 emplovers for management of
he witheare benefits These services mclude utilizwion review clums processing mnagement of
preterred provider org iz itions (PPOS) self isured he ilthe ire benent review nd design and
he ilthe e d i studies for emplovers co titions wnd msur wice comp intes Proposed 1ccounting,
rules chinges to cnrently record the future cost of post retirement benefits hnve increased the
benetit of these services to emplovers Vore than 975000 emplovees wid dependents ire now

covered by Health Economics senvices

*
| ]

- 1989 1988 1987 1986 1985
Ruenues § 3549 S 5134 b 467/ § 4108 S 3244
Opeyatisi, Income 25 M0 315 w8 8
Deprectition und

__Amoritzaion 17 ' 17 17 I4
Capital bypenditures 17 14 31 14 1
lentifishle Assets 9140 18162 1319 11670 10185
Emplovees 900 1000 1100 i 100 1100
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1988 Comp wed to 1987

(onsolidated reventien for 1948 were, $4 848 / mullion an increase of 26%
fron 1937 huproved perfornunie br alf thiee seuments and the swquisitions of
51 and Gearlart aeconnted for the inerease m evenucs Fxeduding the revanues
of GSE il Geaghiaet, ot o peveniues fueseased 177 doe primartly to increased
servies volume

tomolidated oprating o for 1988 was $157 8 auldlion v compared to
operating wicowe of $51 2 willion for W87 Neady adl of the improversent in
vperating, ncome o orrd 1 uiternation 4l opesations  [btal opevating income
ws ot neatelally attected by the consoldation of GSY or Geuhart Howaver 4
$272 wndilion (belore tax) provision for sestructuring the Conpanys Lrophysical
wd oy, gl busiviesscs reduced 1988 opuating profit by 15 Must of the impact
of thiy proviston oe urted w doiestic aperations

ft fucoie fur 1988 was $94 6 mullion, o1 8D camts 1 share Mt fucne for
187 was $48 1 militon or 9 cents o share, Freludiug the effedts of 1 change in
decourttuy wethod et buunk for D88 would have becin $80 6 wililion o 81
cenidy 1 shdre

(i Freld Scrvices md Prodinety

Rewnues o oll fuld wces and products increased 400 0 $21730
million Exeluding revenues resolting from acquisitions of GSI and Gearhart
ol Held sceviees ind products revenues increased 16Y Most of the ievenue
improvemiat (eocluding soquisitons) oorurred in the fint hilf of the year
Operating fucome for the ol field services and products sepment was $95 8
miflion 1 compared to operating nicome of $17/ inillon for K7 Most of this
unprovement occuried in intemational operations.

Iugineering and Construction Setvices

Engineering and construction services revenues increased 18% to $21523
unllion while epcrating income increased from $189 million In 198/ to $46 6
million in 1988 Most of this iiprovesnent occurred in international operations

Insurance Services

Revenues from the nsurance serviees segment were $514 4 anillion a8
campared to $462 / mmillion in 1987 an werase of 1%  Operating income of
£290 nithon tor 1988 was duwn trom $31 6 anllion fn H87 because Inereased
underwriting losses enceeded nnprovements fn Investracat ncone

Nonoperating, ftems

General womporate expenses were 918 0 wnillion in 1988 a compared to $169
sniflion in 187 Intercst ixprase and foconwe were $2.7 milllion and $17 2 million
lower respectively The decrease fu interest fncome v uiinly due to the uce of
vdsh resources lo complete the wquisitions of GSI dnd of Gearhart, Foreign
cirrency palis weae bout the same duslig the W o years

EFFECTS OF INIT ATION

With the lessenfug of il wnual inflation vate fn e last seveial years,
wndiiagement bdieses th it the fipact of fuflation an retenues, costs and expenses
has been modest,

LIQUIDI1Y AND CAPITAL RESOUKCES

the t ainpany ended the year of 1989 with cash nd «quivalents of $4018
iillion ur neerease o ¥472 million bon the priot year kscluding cash and
oquivalenty from thi msuraiee services group, which we sestricted from general
corporate. purposes unless paid to the parent 1 4 dividend esh and equivalents
wire $361 8 million 1 the end of 1989 comipared to $284 3 nullion and $5473
million st year-end 1988 und 1987 respertively The teduction in 1988 was mainly
due to the acquisition of GSI and Geathart.

Upetating Activitles

(ash flows fiom operating activities were 3412 1 mullion, down $174 million
from that of the prior year During 1989 Life Insurance Company of the
Southwest was <old Tt produced $32 1 million cash flow from operations n 1989
corpared to $150 / million n 1988

Investing Activities

Cash flow used in ivesting activitfes were $233 7 nullion down $3359
million from that of the prior year

Acquisitions of propeity plant and equipiacnt totalled $202 4 million in 1989
$168 9 yullion 1n 138 and $79 6 millon in 187 Funds required to complete
capital 1t It progres” dt yemend 1999 plus inihal 1950 pproved budget
tatalled 3391 4 wullion. Diring rocent years, kwer Jevels of business .etivity
priniaedy m the ofl fiekd services and product sepnent, cansed the Conpany to
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Management and Corporate Information

L]

Board of Directors

Anne L Armstrong (1977)
Charman of the Presidents Forergn Intelhigence Advisory
Board Charman of the Board of Trustees. Genter for
Strategsc and International Studies director of several
corporatiens former Ambassador to Great Brian
Armstrong  Texas

T Lows Austin Jr (1984)
Chairman of the Board and Chief Executive Officer Brown &
Root Inc
Houston Texas

Robert W Campbell (1989)
Charman of the Board (Retired) Canadian Pacific Limied
Calgarv Alberta Canada

The Rt Hon Lord Clitherve* (1987)
Deputs Chief Executive (Renired), The RTZ Carporanon PLC
ondon England

Edwin L Cox (1979}
Chatrman Cox Oil and Cas In¢
Dallas, Texas

Robert L. Crandail (1986)
Chairman and President AMR Corporation/Amenican
Arrlines. Inc
Dallas/Fort Worth International Arport Texas

Thomas H Cruskshank (1977)
Chairman of the Board and Chief Executive Officer
Hallsburton Cospam
Dallas, Texas

James % Glanville (1977)
General Partner Lazard Freres & Compan
\ew York \ew York

Dale P Jones {1988)
President Halliburton Company
Dallas, Texas

Guy T McBride Je  (1972)
President Frentus Golorado Schoof of Mines
Golden Colorado

F James McDonald (1987}
President and Chief Operating, Officer (Rutired) General
Motors Lorporation
Bloomtield Hills Michigan

t L Willamson (1981)
Chairman of the Board und Chiet Executive Officer
(Retsred) The Lowsrana Land and Fuploration Compans
New Orleans Louisiana

Member of the Compensation and Mt Commitles
Date mdicates vear of elechion to the Boird of Thre ton

Executive Commuttee

T Lows Austin Jr
Chairman of the Board and Chiel Executive Officer
Brown & Root Inc
Huston Texas

Alan A Baker
President 01l Field Services Group Halhburton Compm

Dallas, Texas
Lester L Coleman
Executive Vice President Finance and Corporate Development

Halliburton Compam
Dallas, Texas

Thomas H Cruikshank
Chairman of the Board and Chuef Executne Officer
Halliburien Compam
Dallus. Texas
James A Duniop
President Halllburton Loggmng, Services, Inc
Houston  Texas
Dale P Jones
President Halliburton Compam
Dallas Texas
W Bernard Pieper
President and Chief Operamng Officer Brown & Roat Inc
Houston Texas
Purvis ] Thrash

President Ous Engmeering Corporation
Dallas, Texas

Corporate Officers

Halliburton Company
Dallas Texas

Thomas H Crutkshank Chawrman of the Board and
Chief Executive Officer

Dale P Jones Presulent

Lester L Coleman kaecwtne Mice President Finance wd
Comporae Development

Jerrv H Blurton Vice Prosdent ind Controlier

C Robert Fielder Vice President nd Treasurer

St an S heith Vice Prosident and Corporate Seretar
Robert M hennedv Vice | resdent fegal

ous T Marcy  Vice Pressdunt Iimveutcr Relations
Jack R Shanner \ice Presid i Tones

Raren S Stuart Vice Presd 1t Administrition

01l Field Services Group

Halliburion O1l Field Services Group
Fyecutive Offices
3600 1incaln Plaza
500 North Akard Street
Dallns, Texas 75701 3391
(114) 978 7600
Alan A Baker President
Jimmy G Cooper \Vice President Finance

Halliburton Services Division

Executive Offices

700 Post 01k Bhvd

Suite 2000

Houston Texas 77056

(713) 840-2700
Kenneth R Ledbuer President
Juhn G Cook Senar \ice President Domestic Operations
Len F Maier Vice President International Operations

Ouis Engineertng Corporation
601 Beltlime Road
Carrollton Texas 75006
(214) 418 3000
Purvis } Thrash President
Jersry B Davis Executive Vice President

Halliburtun Logging Services
7135 Highway 6 South
Houston Texas 77 42
(713} 496 8100
James A Duslop President
William D M Smuth Semor Vice President Field Operations

Halliburton Geophvsical Scrvices Inc
6909 Southwest Freew 1
Houston Texas 77074
(713) 774 7561
Don B Sheffield President
Gerald M Gilbert Vice President Operations

Halliburton Resenvoir Services
5950 North Course Drive
Houston Texas 77077
( 13) 561 1450

Walier E Bliss President

Halltburtun Resource Management Division
1575 Eln Street
Suite 900
Dailas Texa 75 01
{ 141 954 6100
James M Kilpatrick. President

sSierra Ged pliysics Inc
14755 harkland W o
Stite 300
rkland W ishington 95033
((6)8 500

Rober1 b Hart President

Halltburton Geodats Lid
Huowe Moss Drne
irkindt Industrial Fuiae
Ince Abendeen
B 0Gl scotland
B D
Anthony £ Armistead Maniging Director

Jet Research Center
Ul Suh 1 4
sharado Rvis 6D 9 S
(hl ) 835l
Joseph £ Frgleston Fresident

BReooo %o G
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